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Executive Summary

The analysis contained herein is provided in response to Section 3.1 Market Analysis of City of Long Beach
(City) Request for Qualifications (RFQ) Number AP15-203, Feasibility Study for a Federal Inspection Service
(FIS) Facility (Study) at Long Beach Airport (LGB). The Market Analysis is organized in two sections,
Benchmark Studies and Traffic Analysis.

The Benchmark Studies section focuses on the following:

Flight activities at Long Beach Airport, similar size US airports, and California airports
Long Beach airlines and General Aviation (GA) community interviews

Current aircraft types and capabilities analysis

US Customs and Border Protection designation analysis

Airline industry practices and trends analysis

LGB is owned and operated by the City of Long Beach with four US passenger airlines providing nonstop
flights to thirteen destinations (with seasonal service to Anchorage), including hubs/focus cities for
American Airlines, Delta Air Lines, JetBlue Airways (JetBlue) and Southwest Airlines. This analysis
investigates potential international service to/from LGB using market forecast and airline network analysis.

The airline carriers and the fleet types currently deployed at LGB are capable of serving domestic and
international markets within a range of approximately 3,200 miles. Interviews with airline carriers identify a
desire to increase service to current markets with JetBlue indicating a desire to initiate international service
to profitable destinations to complement their existing network. The findings in the Benchmark Studies
section identify potential passenger demand for domestic and international growth in Southern California
and nationally.

The Traffic Analysis section focuses on the following:

Market sizes and forecast statistics for LGB

Future international flight activity projection (commercial and GA)
Potential and probable international markets

Airline carrier network analysis

2015 US DOT data reported that the Southern California aviation market grew at a rate of 6%, versus 4.7%
nationally. Over the past ten months (fiscal year to date April 2016) the international segment at Los Angeles
International Airport (LAX) has grown 11% versus the 6.5% domestic traffic (LAX traffic comparison report
TCOM). The US and Mexico modernized the bilateral air services agreement, effective January 1, 2016.
Historically, modernizing bilateral air services agreements have generated growth, new services, and
benefits to both countries. LGB is a slot controlled airport with airlines using 74% of the available slots in
2015 and based on a recent review of its noise budget, the airport issued nine supplemental slots for 2016.
The underutilized slots offer air capacity for potential domestic and international operations. This analysis
assumed a maximum of 50 air carrier slots (the most recent year’s budget), equal to the 41 minimum daily
air carrier flights provided by Long Beach Municipal Code Chapter (LBMCC) 16.43 plus nine supplemental
slots. This analysis identifies potential international markets for air carriers at LGB.
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Benchmarks Studies

Past and Current Flight Activities

This section documents past and current flight activities at Long Beach Airport, other Southern California
airports and select airports in the US that are comparable to LGB. LGB operates under LBMCC16.43 which
requires the Airport to operate under a budgeted noise level each year producing a specific number of slots
that can be operated. For 2016 the budget allows for an average of 50 slots per day, and that is the slot
availability assumed in this analysis. Noise budgets are reviewed each year to ensure compliance with
specific levels.

This analysis is based on the assumption that the nine slot increase for 2016 will be included in the long
term noise budget and the addition of another carrier (Southwest Airlines) that has been awarded slots.
Long Beach Airport flight activities have remained relatively constant over the last ten years (2006-2015).
During the 2015 period, air carriers operated an average of 30.4 of the 41 daily flights that were allocated.
The 30.4 flights per day equates to a 74% utilization rate of the slot budget. This is below the long-term
average utilization rate of 79% or 32.5 flights per day (Table 1). Per the Noise Ordinance, air carriers could
have operated an additional 10.6 flights per day to achieve 100%utilization (41 flights). In November 2015,
using reasonable and conservative assumptions, Landrum & Brown produced a review and concluded that
using a 95% utilization rate of current slot allocation, the noise budget could be raised 24% making an
additional nine departure slots available with the current mix of aircraft.

Air Carrier Slot Usage by Landings

Available Usage % Used
2006 14,965 11,430 76%
2007 14,965 11,864 79%
2008 15,006 11,450 76%
2009 14,965 12,525 84%
2010 14,965 12,076 81%
2011 14,965 11,761 79%
2012 15,006 12,945 86%
2013 14,965 11,946 80%
2014 14,965 11,784 79%
2015 14,965 11,102 74%
Average 14,965 11,888 79%

Table 1 Percent of Slots Used Per Year Source: Long Beach Airport

Over the long term adding a new carrier and potential international flights should materially change the
annual usage. The impact of additional slots and long term averages will be addressed further in the Traffic
Analysis section of this report. Figure 1 below charts the ten year trend of slot usage at LGB.
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Figure 1 Annual Slot Trend and Usage

Current and Top Markets at LGB

Current Markets Top Markets by Enplanements
1 AUS Austin, TX 1SLC Salt Lake City, UT
2 BOS Boston, MA 2 LAS Las Vegas, NV
3 JFK New York, NY 3 SFO San Francisco, CA
4 LAS Las Vegas, NV 4 OAK Oakland, CA
5 MEM Memphis, TN* 5 SEA Seattle, WA
6 OAK Oakland, CA 6 PDX Portland, OR
7 PDX Portland, OR 7 PHX Phoenix, AZ
8 PHX Phoenix, AZ 8 JFK New York, NY
9 RNO Reno, NV 9 SMF Sacramento, CA
10 SDF Louisville, KY* 10 AUS Austin, TX
11 SEA Seattle, WA
12 SFO San Francisco, CA
13 SLC Salt Lake City, UT
14 SMF Sacramento, CA
15 ANC Anchorage, AK (Seasonal)

*Cargo Only Flights

Table 2 Current and Top 10 Markets at LGB Source Long Beach Airport
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Air Carrier Activity at Long Beach Airport

Arriving Flights

Departing Flights

City Time Airline Flight # Aircraft City Time Airline Flight # Aircraft
ANC 7:23  AM JetBlue 501 A320 PHX  6:45 AM American 5652 CRJ9
OAK 729 AM JetBlue 247 A320 OAK  7:00 AM JetBlue 148 A320
AUS 754 AM JetBlue 217 A320 OAK  7:00 AM Southw est 756 B737
PHX 9:.06 AM American 5663 CRJ9 SFO 7:20 AM JetBlue 736 A320
PDX 9:36 AM JetBlue 407 A320 SLC 7:20 AM Delta 4643 CRJ7
SLC 9:43 AM Delta 4644 CRJ9 AUS 8:25 AM JetBlue 1416 A320
OAK 10:00 AM Southw est 972 B737 SLC 835 AM JetBlue 232 A320
SEA  10:13 AM JetBlue 1207 A320 SEA  9:00 AM JetBlue 406 A320
OAK  10:18 AM JetBlue 147 A320 PHX 10:00 AM American 5712 CRJ9
SFO  11:00 AM JetBlue 735 A320 SLC 10:18 AM Delta 4644 CRJ9
LAS 11:19 AM JetBlue 211 A320 LAS 10:25 AM JetBlue 880 A320 ExSa
PHX 11:57 AM American 5661 CRJ9 OAK 10:30 AM Southw est 1853 B737
SLC  12:25 PM Delta 4589 CRJ9 ExSa PDX 10:59 AM JetBlue 1522 A320
SLC 1244 PM JetBlue 231 A320 SMF 11:15 AM JetBlue 266 A320 Tu We Sa
SFO 127 PM JetBlue 1435 A320 SEA 11:40 AM  JetBlue 1006 A320  ExTuWe Sa
OAK 1:45 PM Southw est 1024 B737 SFO 11149 AM JetBlue 1636 A320
JFK 220 PM JetBlue 213 A320 ExTu We Sa SMF 12:05 PM JetBlue 266 A320 ExTu We Sa
LAS 2:32 PM JetBlue 877 A320 SEA 1225 PM JetBlue 1006 A320 Tu We Sa
SMF 2:39 PM JetBlue 265 A320 PHX 12:30 PM American 5687 CRJ9
SEA 2:58 PM JetBlue 1007 A320 SLC 1:.05 PM Delta 4589 CRJ9
JFK 342 PM JetBlue 213 A320 Tu We Sa LAS 1:25 PM JetBlue 1780 A320
PHX 349 PM American 5619 CRJ9 JFK  1:35 PM JetBlue 514 A320
AUS 4:05 PM JetBlue 1417 A320 OAK 2:15 PM Southw est 2867 B737
SLC 412 PM Delta 4723 CRJ9 Sa SLC 225 PM JetBlue 532 A320
PDX 417 PM JetBlue 1521 A320 SMF  3:11 PM JetBlue 1166 A320 ExTu We Sa
OAK 4:30 PM Southw est 18 B737 PDX  3:20 PM JetBlue 1622 A320
LAS 531 PM JetBlue 379 A320 OAK 3:20 PM Southw est 3945 B737 Sa
SDF 5:35 PM UPS 2908 B763F Mo - Fr LAS 324 PM JetBlue 380 A320
SEA 540 PM JetBlue 407 A320 SMF  3:25 PM JetBlue 236 A320 Tu We Sa
MEM 547 PM FedEx 1351 A300F Mo - Fr SFO 4:18 PM JetBlue 1436 A320
SLC 6:04 PM Delta 4723 CRJ7 ExSa PHX  4:35 PM American 5710 CRJ9
PHX 6:07 PM American 5668 CRJ9 SLC 448 PM Delta 4723 CR9 Sa
SMF 6:33 PM JetBlue 365 A320 OAK 5:00 PM Southw est 1788 B737 ExSa
SLC 6:37 PM JetBlue 531 A320 OAK 5:05 PM JetBlue 348 A320
LAS 6:53 PM JetBlue 879 A320 Mo Fr Su PDX  5:40 PM JetBlue 1822 A320
OAK 7:00 PM Southw est 5654 B737 Sa LAS 6:19 PM JetBlue 1980 A320
SFO 7:43 PM JetBlue 1635 A320 SEA  6:26 PM JetBlue 206 A320
OAK 8:18 PM JetBlue 404 A320 SLC 6:40 PM Delta 4723 CRJ)7 ExSa
PDX 841 PM JetBlue 1621 A320 MEM  7:02 PM FedEx 1351 A300F Mo - Fr
OAK 9:00 PM Southw est 2785 B737 OAK 7:19 PM JetBlue 448 A320
SLC 9:17 PM Delta 4645 CRJ7 PHX  7:25 PM American 5616 CRJ9
PHX 9:17 PM American 5755 CRJ9 ANC  7:30 PM JetBlue 600 A320
BOS 9:18 PM JetBlue 405 A320 SDF 7:34 PM UPS 905 B763F Mo - Fr
JFK 9:35 PM JetBlue 1013 A320 LAS 7:55 PM JetBlue 1780 A320
AUS 8:30 PM JetBlue 216 A320
BOS 9:10 PM JetBlue 404 A320
JFK  9:32 PM JetBlue 14 A320

Figure 2 July 2016 schedule at LGB Source OAG

Figure 2 above shows the arrival and departure flight activity by airline during July, historically the peak
month of the year. As with most airports it is not unusual to see flights pre-cancelled certain days of the
week as airline try to maximize utilization and profitability.
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LGB Enplanement Trend by Carrier

Alaska JetBlue Delta American all other Total
FY2006 114,084 1,102,186 29,936 102,162 64,268 1,412,636
FY2007 144,551 1,142,177 57,301 102,091 - 1,446,120
FY2008 113,310 1,101,602 71,865 105,467 47,354 1,439,598
FY2009 125,468 1,150,629 83,710 90,622 16,070 1,466,499
FY2010 7,283 1,178,409 87,972 87,764 98,613 1,460,041
FY2011 30,400 1,207,147 83,693 101,868 109,334 1,532,442
FY2012 82,342 1,335,263 94,099 120,858 10,821 1,643,383
FY2013 83,976 1,196,052 95,015 122,460 - 1,497,503
FY2014 69,003 1,147,101 84,968 130,132 2,069 1,433,273
FY2015 12,181 1,062,506 85,241 115,475 1,276 1,276,679
Total 782,598 11,623,072 773,800 1,078,899 349,805 14,608,174
% of Total 5% 80% 5% 7% 2% 100%

Table 3 Enplanement Trend

Comparison - Similar Size US Airports

LGB is a unique airport in that there are no airports with comparable noise restrictions in a major air service
area. However the following chart lists airports with passenger enplanement level similar to LGB from the
last two years (FAA audited) and where CBP inspections services are normally available.

R::k State A(i::)pdoert City Airport Name Enpl::elr:ents Ean::elr:ents % Change InteF;:?Ifi:::/nal
71 WA GEG Spokane Spokane International 1,445,572 1,417,731 1.96% Y
72 GU GUM Tamuning Guam International 1,436,726 1,562,165 -8.03% Y
73 HI KOA Kailua Kona {Kona International at Keahole 1,403,559 1,376,641 1.96% Y
74 > ELP El Paso El Paso International 1,395,363 1,363,102 2.37% Y
75 1D BOI Boise Boise Air Terminal 1,378,352 1,313,741 4.92% Y
76 OK TUL Tulsa Tulsa International 1,371,613 1,323,377 3.64% \
77 CA LGB Long Beach {Daugherty Field 1,368,923 1,438,756 -4.85% N
78 HI LIH Lihue Lihue 1,340,014 1,315,141 1.89% Y
79 AL BHM Birmingham | Birmingham-Shuttlesworth 1,299,214 1,334,177 -2.62% Y
80 NY ALB Albany Albany International 1,210,825 1,196,532 1.19% Y
81 Mi GRR Grand Gerald R Ford International 1,174,821 1,123,257 4.59% N
82 NY ROC Rochester i{Greater RochesterInternational 1,173,933 1,209,245 -2.92% Y
83 1A DSM Des Moines {Des Moines International 1,141,172 1,078,496 5.81% Y
84 OH DAY Dayton James M Cox Dayton 1,120,842 1,244,841 -9.96% Y
85 FL SFB Sanford Orlando Sanford International 1,064,133 971,522 9.53% Y

Source: FAA Enplanement at commercial airports - dataand CBP inspection availability http://www.cbp.gov

Table 4 Comparable Airports with LGB Ranked By Enplanements
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California Airports

The Southern California region has a very healthy air traffic demand profile led by LAX, the third largest US
airport in terms of passengers, experiencing 6% enplanement traffic growth over the last two years. San
Diego enplanements grew 6.5% during the same period. Between 2012-2015 John Wayne Airport,
California’s fifth largest airport has grown 15% with international flights contributing to 25% of its growth
since opening a FIS Facility in 2012. For the first eight months of their fiscal year July 2015-February 2016
international enplanements at LAX has reported growth of 11.6%. The Los Angeles Basin total international
growth for 2015 was 4.2%, almost double that of the US. (ACI, DOT T-100 Data Bank and Airports
Web/Statistics)

Enplanement Trend-LA Basin
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Figure 3 LA Basin Passenger Trend - Source T-100 and Airport Reporting

These growth numbers are considerable suggesting more international growth going forward. It should be
noted that even with LGB slot restrictions the airport’s enplanement performance has maintained greater
consistency than the enplanement performance of Ontario International Airport.

Figure 4 below lists the top fifteen California airports ranked by enplaned passengers. LGB is the tenth
largest airport serving California and fifth ranked in the LA area. Airports such as those in Fresno,
Bakersfield, Oakland, Palm Springs, Sacramento and others, some smaller than LGB with noise mitigation
measures, have US Customs clearance services. During interviews with the GA community, it was reported
that until 2006, on demand international access from CBP was provided at LGB. The GA community sees
the potential FIS Facility as a benefit to the Long Beach Airport.
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Top Fifteen Airports in California

Rank City served Airport name Enplaned Passengers CBP Services
1 Los Angeles Los Angeles International 36,351,272 Y
2 San Francisco San Francisco International 24,190,560 Y
3 San Diego San Diego International 9,985,763 Y
4 Oakland Metropolitan Oakland International 5,506,687 Y
5 Santa Ana John Wayne Airport-Orange County 4,945,209 Y
6 San Jose Norman Y Mineta San Jose International 4,822,480 Y
7 Sacramento Sacramento International 4,714,729 Y
8 Ontario Ontario International 2,089,801 Y
9 Burbank Bob Hope 1,973,897 N
10 LongBeach Long Beach /Daugherty Field/ 1,220,937 N
11 Palm Springs  Palm Springs International 947,728 Y
12 Fresno Fresno Yosemite International 695,008 Y
13 SantaBarbara Santa Barbara Municipal 316,511 N
14  Monterey Monterey Regional 180,605 Y
15  San Luis Obispc San Luis County Regional 144,324 Y

Figure 4 California Airports Ranked by enplaned passengers Source: FAA 2015 Totals
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Airline Interviews

To ensure the greatest understanding of industry needs in a FIS Facility at LGB, interviews with LGB airlines
were conducted to assess current and future plans for international flight activities. Meetings and
conference calls were made with current market planning managers. All the airlines except JetBlue have
significant levels of operations at LAX. Their stated strategies are to continue focusing their international
investment in LAX where they can leverage their larger network. The following are the results of those
meetings.

American Airlines

To review the feasibility project a conference call with Mike Britman, the Managing Director of Network and
Route Planning at American Airlines was held. American Airlines growth strategies in the LA Basin are
focused completely at LAX. They see LGB fitting into their network through services to Phoenix and will
monitor demand and look to respond with aircraft gauge or frequency adjustments. American does not have
any interest in commencing international service at LGB at this time as their international focus is at LAX.

Delta Air Lines

To review the feasibility project a conference call with Scott Springer, General Manager of Network and
Domestic Planning at Delta Air Lines (Delta), was held. Like American for international flights, Delta sees LAX
as the natural growth engine for their brand in Los Angeles. Delta sees serving all LA airports important to
strengthen their Delta network with flights from LGB flowing through their Salt Lake City hub. Long term,
they see Delta’s capacity at LGB as being proportional to the demand for Delta services and synergistic to its
LA strategy.

JetBlue Airways

Meetings with JetBlue’s Sr. VP Government Affairs, Robert Land, and Sr. VP of Network Planning, Scott
Laurence, were conducted. The meeting with JetBlue confirmed their intention to operate international
flights at LGB should it have a FIS Facility. An overview of the feasibility study being conducted was
presented and JetBlue offered their opinion. JetBlue has analyzed potential international traffic and have
identified significant passenger demand at many airports in their network.

Southwest Airlines

Southwest Airlines (Southwest) Network and Revenue Team has committed to expanding in Los Angeles.
Reference to recent press releases indicate commitment at LAX for international service. Southwest does
not have any interest in commencing international service at this time. They will monitor the new services
as the market develops.

General Aviation Community Interviews

Meetings with the GA community were held to gather interest for international clearance at LGB and
current trends in the Los Angeles Basin. Those interviewed were: Curt Castagna, C.M. President,
Aeroplex/Aerolease Group and President of the Long Beach Airport Association; Eric Hill, Signature Flight
Support; John Tary, AirFlite and Paul Giczewski, Gulfstream. All parties identified LGB as having customs
clearance until 2006, and reinstating these procedures is of interest to the General Aviation community.
The most notable increase to international access/clearance in the LA area is the opening of an FIS facility
at Van Nuys Airport on 23 MAY 2015, which increased their activity approximately 33 flights a month.

GA used 65% of its noise budget through 2015 (LGB records). Many of the based jet aircraft at LGB fly
international flights clear at other airports today and ferry to LGB; so in that scenario there are no new
operations produced, as those flights would land directly at LGB reducing ferry or repositioning flights. The
best example of this today is Toyota that lands and clears it’s international flights at another airport and
then flies to LGB. The other advantage to international capabilities is it would support business
development for the City of Long Beach as well as offering direct access to foreign executives.
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Airline Industry Practices and Trends

Competition is high among airline companies. Trends in the airline industry are highly seasonal, affected by
traffic demand, fluctuations in energy prices and events such as geopolitical or economic downturns.
Events like September 11 attacks (9/11) and the 2008 financial crisis negatively affected the demand for air
travel across the US. At the same time, rising fuel prices continued to put upward pressure on airfares. As a
result, commercial airline carriers have responded with measures to increase revenues and control costs.
These measures have been capacity reductions, assessment of various service fees, and increases in fares.
These events and the airlines’ responses produced significant historical trends, financial losses and
volatility. These trends have buckled during a decade long consolidation phase coupled with improving
economy, reduced fuel expenditures and growing demand. All have taken hold of the aviation sector. There
have been noteworthy changes over the last ten years as the historic boom and bust cycles of the US
aviation industry have subsided and the aforementioned consolidation phase has led the US airline industry
to post record profits of $23.2 billion for 2015.

Acquired Carrier ——> Current Carrier

American

US Airways

These four airlines

Northwest carry more than 80%

of all domestic
passengers

United

Continental

Southwaest

Airtran

Figure 5 Consolidation- Mapping the Mergers of the US Airline Industry over the Last 10 Years

The backdrop leading up to this consolidation phase were the geopolitical impacts following 9/11,
oversized networks, bloated unit cost, a hyper run up in the cost of jet fuel (up 155% between 2004-2008)
and the financial crisis of 2008-09 leading to record losses. Post-recession, airfares have increased, in both
nominal and real terms, and are now above pre-recession peak levels seen from 2004 through 2008. Fuel
costs, the single largest cost input, have fallen to $47 per barrel in the most recent reporting period
accelerating the current profit cycle, year ending 2015.
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The chart below highlights the industries’ primary cost and demand metrics.

2005 2015
Load Factor 77% 85%
Fuel Per Barrel $101 $53
Profits -$28.5 Billion $23 billion

Figure 6 Key Turn Around Perfomance Metrics

Domestic flights averaged 85% seats filled for 2015, a record high. Figures 7 and 8 track passenger demand
and Figure 9 shows load factor trends. Figure 7 charts the continuous enplanement growth in the US
aviation system (37% over the last 20 years). The FAA forecast enplanements to reach approximately 1
billion passengers by 2027.

US Passenger Enplanements (000)
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Figure 7 Twenty Year Trend - US Enplanements DOT T-100
System Passenger - Passenger Enplanements (000)
2014 2015 Change %
Domestic 662,831 696,186 5.0%
International 99,879 102,200 2.3%
System 762,709 798,386 4.7%

Figure 8 US Airlines Composition Source: Bureau of Transportation Statistics

As noted, a trend changing event during this period was US carrier consolidation. This has drastically
changed the industry fundamentals both operationally and financially. After a period of capacity
contraction, carriers are growing again. This growth has accompanied greater capacity utilization with load
factors rising five points since the 2008 financial crisis and fifteen points over the last 20 years (Figure 9).
System load factor and trip length continued to edge slightly upwards over the past couple years, even as
seats per aircraft mile increased. The domestic load factor reached a record-breaking 85%, up 0.4 points
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from 2014, while passenger trip length increased 2.4 miles to 1,131 miles. Seats per aircraft mile increased
to 145.2 seats (up 2.3 seats per aircraft mile), the highest level since 1999 (DOT-BTS). International capacity
growth expanded 6% (19% since 2012) while maintaining an 82.6% load factor (DOT T-100).

Airline profitability is at record breaking levels as industry strategies used to counter past industry
conditions included: capacity discipline, leveraging international alliances, restructured fuel efficient fleets,
and a focus on financial metrics to create high valued assets. Operating practices for the major carriers
includes reducing hubs considered to be redundant, restructuring of hubs and networks, restructuring of
fleets, restructuring major labor contracts, unbundling pricing structures all while expanding international
flying and alliance integration. For 2015 international demand grew 2.3% (US DOT Data Bank). Industry
operating practices have created a system of measured growth, in line with long term US GDP expansion.

US System Load Factor -20 year Trend

90%
L

85%
o "

O ——

a o, o

80% - e
d ‘/ \‘/

[ RS
75% ‘/
9.
. /0
— *

F 70% +——*=—
a
c 65%
t

60%
[o] [(o] ~ o [oa] o i o [a0) < [¥a) Yol ~ [e0] (o] o — o~ o < [Tp]

D D D D o o o o o o o o o o — - — — — —
[e)} [e)] (o)} (o)} o o o o o o o o o o o o o o o o

r o H +H +H N N N N N N N N & & N N N N N N

Figure 9 US Load Factors Source Bureau of Transportation Statistics

Another trend during this period of consolidation was the reduction of hubs. Cities that lost hub status
include Memphis, St. Louis, Las Vegas, Cincinnati, and Cleveland. Airports at Oakland and Ontario lost up to
38% of their flights at their lowest point of contraction. Airlines’ strategy with regards to fleet plans,
specifically regional jets (RJ), has also changed in two ways. Labor contracts were renegotiated to allow for
the larger 70 and 90 seat aircraft substituting for the 50 seat regional carriers. This increased the average
seats per departure in the US from 50 to 58, reducing the departures using RJ aircraft by 23% over the last
10 years. By the end of 2015, 50 seat RJ made up 36% of regional aircraft versus 52% of all regional aircraft
flown in the US in 2010. This reduction in departures was an important lever in reducing cost. For the
customer, services trends have changed with a divergence of products being offered. Airline products can
be purchased as unbundled and semi-bundled products by consumers.

With US airlines restraining capacity and growth targets at approximately 2%, load factors should maintain
historical high. Even through 9/11 and the 2008 financial crisis, the industry load factors bounced back the
following year (Figure 9) displaying airlines’ ability and wellness to make course corrections as they see
necessary even though it took years for actual passenger enplanements to bounce back.

The operational trends have all translated positively to airline balance sheets. On the trailing twelve
months basis, airline industry's cash and cash equivalent grew by 3.01% in 4th Quarter 2015 sequentially,
faster than current liabilities, thus creating a more sustainable industry. The Bureau of Economic Analysis
reported 2015 travel and tourism spending grew 4.4% after increasing 3.1% in 2014. These improvements
point to a positive trajectory moving forward in the airline industry. Airlines for America, the US industry
advocate group, reports that the economic impact for the industry is $807 billion or approximately 5.1% of
GDP, a significant positive economic force for communities.
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Current Aircraft Types and Capabilities Analysis

Over the last 50 years, the aviation industry has cut fuel consumption, CO2 emissions by more than 80%,
NOx emissions by 90% and noise by 75%. The technology pipeline of products in development mirrors
these improvement trends. The next generation A320neo, the aircraft that will most affect Long Beach
Airport in the future, will reduce emissions and noise while meeting market needs. Innovation and
technology are vital to building next generation aircraft that generate fewer emissions and less noise while
carrying a maximum payload over the missions range. To maintain its position as the most advanced and
fuel-efficient single-aisle aircraft family innovation, the A320 family will include the Sharklet wingtip devices
and engine improvements on the A320neo, improving its noise footprint by producing 15 decibels below
the current standard (Airbus Industries). The colored shaded circles on the following map (Figure 10) plot
the maximum achievable range based on manufacturer performance tables for the specific aircraft
identified in the circles. This figure is based on commonality of the current airline fleets operating at LGB.
There are also many types of aircraft flown by the General Aviation community capable of flying to
international markets.

Figure 10 Current Non Stop Destinations and Current Range Capabilities of Aircraft Serving LGB
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Port of Entry / User Fee Designation Evaluation

There are two possible avenues for acquiring designation as an international service provider: gaining
status as a Port of Entry (POE) or status as a User Fee Airport (UFA). US Customs and Border Protection
(CBP) Ports of Entry are places (seaports, airports, or land border ports) designated by the Secretary of the
Treasury where CBP officers or employees are assigned to accept entries of merchandise, clear passengers,
collect duties, and enforce the various provisions of CBP and related laws. In general, a Port of Entry is a
place where one may lawfully enter a country. It typically has a staff of people who checks passports and
visas and inspects luggage to ensure that contraband is not imported. International airports are usually
Ports of Entry, as well as road and rail crossings on a land border. The following is information taken from
the official website of the Department of Homeland Security.

1. The following are considered the minimum criteria for establishing a Port of Entry. The requesting
community must:

e Prepare a report that shows how the benefits to be derived justify the Federal Government
expense,
e Be serviced by at least one major mode of transportation,
¢ Have a minimum population of 300,000 within the immediate service area (approximately a 70 mile
radius).
e The actual workload in the area must be one or a combination of the following:
o 15,000 international air passengers (airport), 2,000 scheduled international arrivals
(airport),
o 2,500 consumption entries (each valued over $2,000), with no more than half being
attributed to any one party (airport, seaport, land border port),
o 350 vessels (seaport),
o 150,000 vehicles (land border port).

2. Facilities provided without cost to the federal government must include:

e Warehousing space for the secure storage of imported cargo pending final CBP inspection and
release,

e The commitment of optimal use of electronic data input equipment and software to permit
integration with any CBP system for electronic processing of commercial entries,

e Administrative office space,

e Cargo inspection areas,

e Primary and secondary inspection rooms,

¢ And storage areas and any other space necessary for regular CBP operations.

It is CBP's responsibility to ensure that the facility requirements of all Federal agencies are met. The
requesting community must notify the other Federal inspection agencies of its request to establish a Port of
Entry and obtain the concurrence of these agencies on this issue.

Designated User Fee Airports are functionally equivalent to Ports of Entry. The major differences between
the two are workload criteria and financial responsibility for services. Communities who desire CBP services
at their airports but do not meet the workload requirements for a Port of Entry may still receive the
services if they meet the following three criteria:

¢ The volume or value of business at the airport is insufficient to justify the availability of CBP service
at such airport on a non-reimbursable basis,
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¢ The Governor of the State in which such airport is located approved such designation in writing to
the Commissioner of Customs and Border Protection,

e The Community (or airport authority) agrees to reimburse Customs and Border Protection for all
costs associated with the services, including all expenses of staffing a minimum of one full-time
officer.

In all cases regarding new services request for POE and UFA designation, Customs and Border Protection
must have the available manpower or the authorization and appropriations to hire additional personnel
prior to approving requests.

Port of Entry / User Fee Designation Recommendation

Based on the flight activity forecast in the Traffic Analysis Section of this report, Long Beach Airport’s
market demand for international passengers has been identified as sufficient in workload and volumes of
business to justify User Fee Airport designation for startup.

Therefore if Long Beach Airport decides to build a FIS Facility and commits to accommodate all
requirements outlined in #2 above, it is recommended to pursue a User Fee Airport designation to initiate
services. When service and passenger volumes meet qualifying levels for Port of Entry designation it is
recommended that Long Beach apply for the Port of Entry designation. Contacts and processes are
outlined in the Outline of Optimal Process below.

Probability of Receiving Designation Assessment

For the purpose of assessing probability for designations this report has identified two California airports,
Fresno Yosemite International Airport and John Wayne Airport, currently applying for Port of Entry status.
Both airports have international service and passenger levels that are above the minimum requirement for
Port of Entry designation. To date, neither airport has been successful in receiving Port of Entry
designation. Both operate as User Fee designation airports. John Wayne Airport is the most recent
California airport to apply for Port of Entry status. While it has been successful at receiving User Fee
designation to start up international services in 2012, it has yet to be successful in receiving Port of Entry
designation after satisfying all requirements as outlined above. John Wayne Airport has had the political
support at the state, congressional, and local levels of government and still has been unsuccessful at
receiving Port of Entry designation.

Therefore the probability for Long Beach Airport receiving the User Fee Airport designation is high. Port of
Entry designation cannot be assessed until specific levels in workload and volumes are met; however based
on current findings as outlined above it would be unlikely in the near term.

Outline of Optimal Process

Once a FIS Facility is approved it is recommended to move forward with an application to CBP for a User Fee
Airport designation. Long Beach Airport’s application process for User Fee Airport designation to CBP should
include the following activities using the approximate timeline.

Once authorization to proceed is made, the City of Long Beach Mayor, or designee, should:

e Submit a letter of application to CBP regional director that includes a timeline of the facility
construction, date of opening as well as an anticipated commencement date of service.

¢ Contact the Governor of California office with notification of the decision to build a FIS Facility with
studies administered for supporting that decision.
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e Request letters of support from local congressmen and businesses to be sent to CBP Director.

One year before opening:

e Submit a letter to the Governor requesting a letter of application in support of LGB as a User Fee
Airport

e Have the letter from the California Governor’s office sent to the Port Director of Los Angeles
officially requesting LGB be designated a User Fee Airport.

Once the minimum criteria are reached and reviewed, CBP will process the request and notify the airport
for further procedures.

It remains at the discretion of CBP whether User Fee Airport designation or Port of Entry designation at an
airport meets the criteria and if status is granted. For questions, the CBP website recommends contacting
the Passenger Programs Division at (202) 344-1220 for the current filing process. The two key processes to
move forward are submitting a notification letter to CBP with a timeline showing the facility open date and
anticipated commencement of service date and obtaining a letter of support from the governor.

Prepared By LaCosta Consulting Group Inc.
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Traffic Analysis

This section projects future flight activity and forecast passengers for international demand. The forecast
uses a network and passenger demand analysis providing lists for both potential international markets and
a lower bound or more probabile list of international airports served if LGB had a FIS Facility. The analysis
identified passenger demand for international services at LGB and market fit within JetBlue’s network in
addition to demand from ongoing domestic services.

Southern California has experienced robust international demand growth over the last five years following
recovery from the 2008 financial crisis. LAX and John Wayne Airport (SNA) international traffic are growing.
SNA’s international facility opened in 2012. Between the years 2010-2015 international traffic in the LA
region has grown 30%.

LAX Enplanement Composition
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Figure 11. LAX Passenger Segmentation

Market forecast for passenger demand is supported by careful assessment and analysis of historical trends
in traffic demand, projected economic growth, and many other relevant factors (see Forecast Market
Demand in this section) that may affect growth in the local aviation market. One methodology often used
assumes that an airport’s historic traffic can be used to assess future traffic patterns. Because there are no
historic international traffic patterns at LGB an alternative method recommended by the FAA is used. That
method assigns a share of a larger traffic volume, such as that of a statewide or regional aviation system
(FAA Methodology: Forecasting Aviation Activity). For this report the broader international travel patterns
for the Los Angeles Basin was used. In this study, passenger share is assigned to LGB based on a catchment
area and most likely airline network capacity solution by LGB primary carrier, JetBlue. To assess the
international market size and the number of potential flights, an assumption regarding the aircraft types
that may be operated (see Analysis of Aircraft Type section) is fundamental to the forecast as aircraft noise
is the driver of specific slots levels available at LGB. The engine technology currently deployed has reduced
noise allowing for 50 slots to be available for 2016 . Engine manufacturers forecast that future technology
under development will reduce noise another 15% over current aircraft at similar weights. The A320 used
by JetBlue will be the aircraft type used in the market analysis. This forecast considers this non-passenger
demand related criteria to influence market share and number of probable destinations.
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16



Projection of Future Flight Activities

Given the slot regime at LGB, the development of an FIS facilities forecast is not just based on traffic levels,
local demographics or air service area characteristics but the slot limitations. This report assumes that the
2016 noise budget and the number of commercial slots at LGB are the base for all future flight operations.
The aircraft that have been ordered by the airlines operating at Long Beach Airport will produce less noise
in the future, however it is not known at this time the exact aircraft mix or the timing of when these aircraft
would be scheduled at LGB. Therefore, no inclusion of those benefits is considered in this report. Because
aircraft arrival and departure flight procedures, performance and noise characteristics differ by specific
aircraft, the number of available slots varies for arrivals and departures within the aircraft types. These
factors constrain the market analysis to 2016 levels. The report also acknowledges that the noise budget is
indifferent to whether there are domestic or international operations.

The B757-300 is the largest aircraft that can be accommodated at the airport terminal and the B767-300 is
the critical aircraft for Airfield design and neither aircraft are currently used at LGB for passenger service.
These aircraft’s life cycle are nearing their end and is not likely the choice for airlines flying at LGB. Thirty
percent of the 757s manufactured have already been retired as of July 2015 (World Airliner Census). The
A320 family is the most common commercial aircraft operating at Long Beach Airport and is the aircraft
most likely to be used in the future for ongoing operations. With the addition of Southwest at LGB the new
generation 737 will eventually populate the schedule. The Southwest 737 MAX has a noise envelope lower
than the current A320 so little in the forecast would change with that adjustment in aircraft mix.

As stated above, no increase in total flight activities beyond the current noise budget are used to estimated
international flights. A key assessment in this report looks at the slot usage patterns at the airport over
time. Historically underperforming domestic flights were cancelled or airlines exchanged aircraft types,
replacing commercial jets with smaller commuters. The slot usage reflects flight schedules changes with
new markets opening and others being cancelled. LGB has also experienced airlines exiting the market,
discontinuing all services at LGB. Airlines are constantly looking to optimize their networks profitability and
at LGB this meant leaving commercial slots dormant. It is not anticipated that this pattern will change in the
long term. This supply and demand imbalance has fluctuated over the years and in 2015 slot usage fell to
74% (79% is the 10 year average-Table 1). In the most current month, July 2016, usage was also 74%. For
2016 slot usage is anticipated to rise vs. 2015 during the second half of the year but the long term trend
outlined in the Past and Current Flight Activities section suggests there is room in the current noise budget
for the international flights forecasted. If an FIS is built, the segmentation and destination mix will change
based on current market drivers at that time. No date has been determined for the potential opening of an
FIS facility therefore the international forecast assumes slot usage of domestic flight operations at historical
averages.

Given the cyclical nature of the aviation industry, over the long term, diversity of a broader product mix
would provide the benefit of greater stability for the airport, tenants, vendors and business partners. The
historically underutilized slots, recent awarding of new slots, plus a FIS Facility will provide both the
departure capacity and terminal capacity for international service. The forecast presented in this section
estimates 6 international flights in the startup year going to 8 by year four. Of the 50 slots that level of
flying would equal 12 and16 percent respectively.

Potential Destinations

A market analysis was performed to identify the largest potential destinations based on size of cities, market
trends, networks of current airlines and current traffic flows. JetBlue has requested the FIS and was
interviewed as a task in the scope of the report. At that time, they provided a list of destinations under
consideration and markets that they had analyzed. This following list was developed from an analysis of
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destinations in JetBlue’s network and those markets that have been identified from the market analysis

performed for this report (Table 5). Most of these destinations have some service to the Los Angeles region.
Potential International Destinations

Country Airport Code City Airport
Mexico SID Los Cabos (Los Cabos International Airport)
PVR Puerto Vallarta (Gustavo Diaz Ordaz International Airport)
MTY Monterrey (General Mariano Escobedo International)
MEX México City (Aeropuerto International Benito Juarez)
GDL Guadalajara (Miguel Hidalgo y Costilla International Airport)
ACA Acapulco (General Juan N. Alvarez International)
CUN Cancun (Cancln International)
ZCL Zacatecas (General Leobardo C. Ruiz International)
BJX Leon (Aeropuerto International de Guanajuato)
MLM Morella (General Francisco J. Mujica International)
Costa Rica SO San Jose (Juan Santamaria International Airport)
LIR Liberia (Daniel Oduber Quirds International)
Guatemala GUA Guatemala City (La Aurora International Airport)
Panama PTY Panama City (Tocumen International Airport )
El Salvador SAL San Salvador (Monsefior Oscar Arnulfo Romero International Airport)
Canada YVR Vancouver (Vancouver International) * Pre Cleared

*Vancouver would not require CBP facilities as CBP pre clears passenger in YVR

Table 5 List of Potential International Destinations at LGB
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Figure 12 Map of Potential International Destinations
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Probable Destinations

Of the carriers interviewed JetBlue is the only carrier that has shown a desire to operate international

destinations from LGB. Based on the market and network analysis in this report, the markets identified
during the JetBlue interview and current level of available slots, the most probable markets to be served

are listed in Table 6. The Most Probable List also has alignment with JetBlue’s current international

network. It is estimated that six to eight of these 11 markets would be considered competitively feasible.

Most Probable Markets Forecasted

Country Airport Code City Airport
Mexico SID Los Cabos (Los Cabos International Airport)
PVR Puerto Vallarta (Gustavo Diaz Ordaz International Airport)
MTY Monterrey (General Mariano Escobedo International)
MEX México City (Aeropuerto International Benito Juarez)
GDL Guadalajara (Miguel Hidalgo y Costilla International Airport)
CUN Cancun (Cancun International)
Costa Rica SJO San Jose (Juan Santamaria International Airport)
LIR Liberia (Daniel Oduber Quirds International)
Guatemala GUA Guatemala City (La Aurora International Airport)
Panama PTY Panama City (Tocumen International Airport )
El Salvador SAL San Salvador (Monsefior Oscar Arnulfo Romero International Airport)

Table 6 List of JetBlue's Most Probable Destinations

CRJ-900
A 320
A 321

Figure 13 Map of Probable Destinations
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Forecast - Market Demand at LGB

For planning purposes the forecast calls for a startup of six international markets the first year and then
going to eight by Year 4. This forecast stays within a cap of 50 commercial slots as some international flights
may be substituted for domestic flights. However the long term trend does not indicate any substitution
should be required as noted in the Projection of Future Flight Activities section. Market and population
share methods include using a proportional market share of origin and destination passengers in the LA
Basin for the forecast base discounted for a frequency share deficit to LAX.

Listed below are relevant factors and drivers of passenger demand analyzed used in the traffic forecast for
a potential FIS at LGB:

Markets — large historic traffic totals
US-Mexico bilateral agreement
Price elasticity and new capacity
Business in Long Beach metro area
Community of Interest

0 Friends and Family

0 US ex-patriots
Vacation destinations
Port business
General Aviation business
Geographic attributes

Operations and Traffic Statistics

Table 7 represents the operational statistics for a five year period. As previously stated the forecast
assumes a cap of 50 commercial operating slots with a steady state level occurring Year 4. Based on the
passenger and network evaluations, it is estimated that the most likely schedules would produce six
frequencies in Year 1 followed by two more flights in Years 4-5 producing an arrival peak of two A320
operations at the FIS. The forecast reflected in Table 7 is based on an 85% load factor using 150-seat A320
aircraft. The passenger composition on the aircraft in the forecast is 93% local and 7% connecting from
another domestic flight. There are also some charter and ad hoc schedule flights included (funded by the
cancellation of day of week schedules as noted in Figure 2). See Table 8 in the last section for specific
assumptions.

Year 1 2 3 4 5
Seats 246,375 333,975 336,713 446,213 446,213

Enplanements 209,419 283,879 286,206 379,281 379,281

Departures 1,643 2,227 2,245 2,975 2,975

Table 7 Years 1-5 Forecast Operations from Launch of Service and Traffic Statistics for International FIS
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Potential International Destinations Analysis

Using traffic analysis of international demand (US DOT) for the Los Angeles area as a baseline, the growth
rate for the last three years has been 12%. JetBlue pricing and capacity has stimulated passenger growth
between 12 and 125% in other international markets they have entered.

Furthermore JetBlue’s desire to operate international markets at LGB with current mission capable aircraft
and capacity created by a FIS facility would stimulate passenger demand and offer the community the
utility of an additional asset.

LGB Flight Activity Evaluation

This study included a network evaluation of current commercial carriers serving LGB and international
carriers that may look to LGB as a gateway. Based on JetBlue’s, international network and potential traffic
demand, it is expected that they would pursue markets in Mexico and Central America at are part of their
current network. Many of these markets are currently served from their East Coast hubs. A station activity
report in Figure 15 simulates LGB’s July 2016 schedule and overlays potential international markets.

Based on LGB’s competitive position in Southern California, as well as observed historic demand and
econometric indicators, it is reasonable to assume continued international growth to the LA Basin and that

a FIS Facility at LGB would command fair share of the markets offered within the slot constraints.

Figure 14 below uses the JetBlue July 2016 schedule at LGB and inserts a simulated international schedule
based on markets from the most probable list produced from the network and forecast evaluations.
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Simulated JetBlue Station Activity Report Including International Flights

Inb Total Outb
Equip Flt# Sta Dept And Departures Dept Anv Sta Flt# Equip
TO LGB FROM LGB
1 700 815 OAK 148 320
2 720 847 SFO 736 320
320 247 OAK 608 727 3 805 1305 PVR 320
320 2135 SFO 615 735 4 805 1340 MEX 320
320 217 AUS 710 804
5 814 929 OAK 248 320
6 825 1318 AUS 1416 320
7 830 1108  SLC 232 320
320 GDL 700 835
8 900 1135 SEA 406 320
320 1121 PDX 715 936 9 920 1610 CUN 320
945 XXX 320
320 1207  SEA 735 1013
320 147 OAK 900 1018 10 1025 1133 LAS 880 320
320 735 SFO 930 1100
11 1110 1321 PDX 1522 320
320 211 LAS 1015 1119
12 1128 1401  SEA 1006 320
320 447 OAK 1010 1129
13 1149 1314 SFO 1636 320
14 1205 1326 SMF 266 320
15 1215 1330 RNO 42 320
320 231 SLC 1154 1244
320 1435 SFO 1159 1327
320 LIR 835 1340 16 1335 2157 JFK 514 320
320 213 JFK 1132 1420 17 1425 1714 SJD 320
320 XXX 1430 18 1425 1705  SLC 532 320
320 877 LAS 1324 1432
320 1007 SEA 1220 1458
320 PVR 1400 1500 19 1511 1629 SMF 1166 320
20 1520 1732 PDX 1622 320
320 265 SMF 1410 1531 1520 XXX 320
320 43 RNO 1415 1540 21 1545 2155 LIR 320
22 1545 1652 LAS 380 320
320 1417 AUS 1520 1615
23 1618 1738 SFO 1436 320
24 1630 1737 LAS 280 320
320 1521 PDX 1410 1631
320 MEX 1430 1645 25 1730 1843 OAK 348 320
320 379 LAS 1625 1731
320 407 SEA 1500 1740 26 1740 1953 PDX 1822 320
320 XXX 1730 27 1730 2230 GDL 320
28 1820 1926 LAS 1980 320
29 1826 2102 SEA 206 320
320 365 SMF 1713 1833
320 531 SLC 1750 1837
320 879 LAS 1735 1838
320 SJD 1810 1940 30 1919 2033 OAK 448 320
320 CUN 1650 2015
320 1179 LAS 1835 1938
320 1635 SFO 1820 1943
31 1955 2101 LAS 1780 320
32 2030 122 AUS 216 320
320 1621 PDX 1823 2041
320 404 OAK 1925 2044
33 2110 536 BOS 404 320
320 405 BOS 1800 2118
34 2130 2249 SFO 2136 320
35 2132 549 JFK 14 320
320 1013 JFK 1825 2135

Note: Peak JetBlue Schedule for first
year of operations. International
destinations are identified in red
with XXX indicating new markets
Years 3-5.

This simulation assumes a 35 flight
level for JetBlue and the current 50
jet departure cap for all carriers.

All flights in this activity report are
assigned daily frequencies. Any
additional international or seasonal
JetBlue flights would come from
cancellation of other frequencies.
The network analysis finds it is not
unusual for airlines to optimize flight
schedules with specific day of week
flying, specifically leisure
international destinations.

Departure and arrival times are
included for illustrative purposes
only. Flight schedules must conform
to operating hours permitted under
the Noise Ordinance and would be
subject to service schedules
approved by CBP.

Figure 14 Potential JetBlue Startup Schedule Based on Summer 2016 Schedules
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Simulated International and Domestic Activity with All Carriers

Inb Total Outb

Airline Equip Flt # Sta Dept Arvl Departures Dept Arvl Sta Flt# Equip Airline
TO LGB FROM LGB

JetBlue 320 247 OAK 608 727 1 640 809 PHX 5662  CRJ9 American
JetBlue 320 2135 SFO 615 735 2 700 820 OAK 756 737  Southwest
JetBlue 320 217 AUS 710 804 3 700 815 OAK 148 320 JetBlue
JetBlue 320 GDL 700 835 4 720 110 SLC 4643 CRJ9 Delta
American CRJ9 5663 PHX 745 909 5 720 847 SFO 736 320 JetBlue
JetBlue 320 1121 PDX 715 936 6 805 1305 PVR 320 JetBlue
Delta CRJ7 4644 SLC 832 938 7 805 1340 MEX 320 JetBlue
Southwest 737 972 OAK 835 1000 8 814 929 OAK 248 320 JetBlue
JetBlue 320 1207 SEA 735 1013 9 825 1318 AUS 1416 320 JetBlue
JetBlue 320 147 OAK 900 1018 10 830 1108 SLC 232 320 JetBlue
JetBlue 320 735 SFO 930 1100 11 900 1135 SEA 406 320 JetBlue
JetBlue 320 211 LAS 1015 1119 12 920 1610 CUN 320 JetBlue
JetBlue 320 447 OAK 1010 1129 945 XXX 320 JetBlue
American CRJ9 5661 PHX 1035 1155 13 1000 1120 PHX 5854 CRJ9 American
Delta CRJ9 4589 SLC 1125 1225 14 1018 1305 SLC 4644 CRJ7 Delta
JetBlue 320 231 SLC 1154 1244 15 1025 1133 LAS 880 320 JetBlue
JetBlue 320 1435 SFO 1159 1327 16 1030 1150 OAK 1853 737  Southwest
JetBlue 320 LIR 835 1340 17 1110 1321 PDX 1522 320 JetBlue
Southwest 737 1024 OAK 1220 1345 18 1128 1401 SEA 1006 320 JetBlue
JetBlue 320 213 JFK 1132 1420 19 1149 1314 SFO 1636 320 JetBlue
JetBlue 320 XXX 1430 20 1205 1326 SMF 266 320 JetBlue
JetBlue 320 877 LAS 1324 1432 21 1215 1330 RNO 42 320 JetBlue
JetBlue 320 1007 SEA 1220 1458 22 1230 1357 PHX 5685 CRJ9 American
JetBlue 320 PVR 1400 1500 23 1305 1552 SLC 4589 CRJ9 Delta
JetBlue 320 265 SMF 1410 1531 24 1335 2157 JFK 514 320 JetBlue
JetBlue 320 43 RNO 1415 1540 25 1415 1535 OAK 1863 737  Southwest
American CRJ9 5619 PHX 1435 1555 26 1425 1714 SID 320 JetBlue
JetBlue 320 1417 AUS 1520 1615 27 1425 1705 SLC 532 320 JetBlue
Southwest 737 18 OAK 1505 1630 28 1511 1629 SMF 1166 320 JetBlue
JetBlue 320 1521 PDX 1410 1631 29 1520 1732 PDX 1622 320 JetBlue
JetBlue 320 MEX 1430 1645 1520 XXX 320 JetBlue
JetBlue 320 XXX 1730 30 1545 2155 LIR 320 JetBlue
JetBlue 320 379 LAS 1625 1731 31 1545 1652 LAS 380 320 JetBlue
UPS B763F 2908 SDF 1610 1735 32 1618 1738 SFO 1436 320 JetBlue
JetBlue 320 407 SEA 1500 1740 33 1630 1737 LAS 280 320 JetBlue
FedEx A300F 1351 MEM 1600 1747 34 1635 1800 PHX 5698 CRJ9 American
Delta CRJ7 4723 SLC 1700 1804 35 1700 1820 OAK 1788 737  Southwest
American CRJ9 5668 PHX 1643 1815 36 1730 1843 OAK 348 320 JetBlue
JetBlue 320 365 SMF 1713 1833 37 1730 2230 GDL 320 JetBlue
JetBlue 320 531 SLC 1750 1837 38 1740 1953 PDX 1822 320 JetBlue
JetBlue 320 879 LAS 1735 1838 39 1820 1926 LAS 1980 320 JetBlue
JetBlue 320 1179 LAS 1835 1938 40 1832 2115 SLC 4723 CRJ7 Delta
JetBlue 320 SID 1810 1940 41 1826 2102 SEA 206 320 JetBlue
JetBlue 320 1635 SFO 1820 1943 42 1902 1225 MEM 1351 A300F FedEx
JetBlue 320 CUN 1650 2015 43 1919 2033 OAK 448 320 JetBlue
JetBlue 320 1621 PDX 1823 2041 44 1925 2046 PHX 5616 CRJ9 American
JetBlue 320 404 OAK 1925 2044 45 1934 209 SDF 905 767 UPS
Southwest 737 2785 OAK 1935 2100 46 1955 2101 LAS 1780 320 JetBlue
Delta CRJ9 4639 SLC 2015 2117 a7 2030 122 AUS 216 320 JetBlue
JetBlue 320 405 BOS 1800 2118 48 2110 536 BOS 404 320 JetBlue
American CRJ9 5870 PHX 2000 2131 49 2130 2249 SFO 2136 320 JetBlue
JetBlue 320 1013 JFK 1825 2135 50 2132 549 JFK 14 320 JetBlue

Figure 15 Simulated Long Beach July Schedule Activity with International Flights
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Aircraft Analysis Potential Changes

As part of the network evaluation of carriers serving LGB, their fleet and mission capability were analyzed
(see Figure 10). The current aircraft types flown at LGB are capable of conducting international flights.
Using Airbus A320 aircraft, JetBlue serves 32 international airports with similar distances as the probable
destinations shown in Table 6. Using Airbus’ range tables, the A320 aircraft are capable of the international
destinations identified. Additionally mileage comparisons to other markets that are flying the A320 aircraft
were made. No changes are foreseen at this time to pursue that mission should LGB open a FIS Facility.

General Aviation

This report identified potential GA demand for international arrivals capability. Working with LGB staff, an
analysis was performed to review GA use of the most recent noise budget. That analysis produced a GA
noise budget usage rate of 65% for 2015. If fully utilized the remaining allowance that the noise budget
could accommodate would equal 31 more GA flights a day. This is based on noise averages in the 3™
Quarter of 2015.

Current General Aviation Activity - International Flights Impact Assessment
The following topics were brought up most often during interviews with current GA operators:

LGB had custom clearance until 2006 when the CBP cut back funding due to budget cuts. At that
time no noise issues with the annual noise budget were observed.

Current GA operations are 35% below the noise budget and minimal change in aircraft mix is
expected if international operations were to start up again.

The GA community estimates demand for international flights of approximately two per day
There are environmental benefits to clearance at LGB as international flights currently destined for
LGB must clear at another airport first and then ferry the airplane to LGB. This creates an extra
flight adding to more fuel burn and financial impact to customers.

GA total departure growth rates of 1-2% are expected over the next five years. This would have GA
operating well below the noise budget. There are no fleet changes foreseen from today’s activity due to
international capabilities of current fleet.

Potential General Aviation Activity Evaluation

Based on the most recent annual reporting period, year ending October 2015, GA uses about 65% of its
noise budget. Using the average noise levels for departure and arrival operations, 31 additional daily GA
flights could be accommodated within the General Aviation Noise Budget. Based on feedback from the GA
interviews, an estimate of two flights per day would use the services of CBP. Currently GA departures are
down 26% since its peak in 2007.
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General Aviation Operations at LGB
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Figure 16 GA Operations Long Beach Airport

LGB’s proximity to downtown Los Angeles and Orange County makes it an attractive arrival point for
business and personal GA flights. The GA community identified the addition of CBP services as an ideal
departure point for locals and as a destination for leisure and business travelers. The primary use of the FIS
Facility by GA would be corporate and personal.

At Van Nuys Airport (VNY) a dedicated 1,528 square-foot clearance facility officially opened on May 23,
2015 under the Federal User Fee Airport Program. CBP returned to VNY after the CBP had ceased
operations at all airports in the LA region except for LAX in 2006. Prior to 2006, CBP were on call, on
demand, and no fee. Van Nuys reports an average of 50 FIS clearances per month after one year of service.
There are no empirical data relating VNY international clearances to operations; however it is estimated by
the airport that 40 of those flights were pre-clearing at other airports before ferrying to Van Nuys. VNY
estimates that there may be a one off clearing of aircraft occasionally that are not home based aircraft.
They conclude there are few new flights into VNY relating to CBP services. The impact is actually a gain in
efficiencies since over 600 (or 50 per month average) were clearing annually at LAX and relocating back to
their home base at VNY.

List of Airports Where CBP Inspection Services are Normally Available in
California

Meadows Field Airport (KBFL), Bakersfield, California

Calexico International Airport (KCXL), Calexico, California
Eureka Municipal Airport (KAVC), Eureka, California

Murray Field (KEKA), Eureka, California

Fresno Air Terminal (KFAT), Fresno, California

Los Angeles International Airport (KLAX), Los Angeles, California

Arcata-Eureka Airport (KACV), McKinleyville, California
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Monterey Peninsula Airport (KMRY), Monterey, California

Moffett Federal Airfield (KNUQ), Mountain View, California

Oakland International Airport (KOAK), Oakland, California

Palm Springs Regional Airport (KPSP), Palm Springs, California

Beale Air Force Base (KBAB), Sacramento, California

Sacramento International Airport (KSMF), Sacramento, California

Brown Field Municipal (KSDM), San Diego California McClellan-Palomar Airport (KCRQ) San Diego, California

San Diego International Airport -Lindbergh Field (KSAN), San Diego, California

San Francisco International Airport (KSFO), San Francisco, California

Norman Y. Mineta San Jose International Airport (KSJC), San Jose, California

Approach and Methodology

This study chose a technique that makes the best use of available data. As there is no historic international
traffic data at LGB, the approach uses current international traffic demand in the LA Basin for the demand
set which includes LAX, SNA and ONT, using a range of JetBlue’s traffic growth from price, service
stimulation, the bilateral stimulation, most likely aircraft type, constrained slot levels and approximating
share distribution based on departure capacity and geographical location.

Forecast Departure Assumptions -Spool Up and Steady State

The operating assumption: the noise budget in all years is capped at 50 commercial departures per day.

Year

1

2

3

4

5

3 daily departures
for thefirst 6
months

6 daily departures
for second six
months

6 daily departures
for 12 months with
an escalator of 10%
(37 annual flights)
added for charters
and ad hoc
frequencies. All
weekend or ad hoc
departures are
assumed to be
funded from
cancellations of
other scheduled
flights

6 daily departures
for 12 months with
an escalator of 10%
(37 annual flights)
added for charters
and ad hoc
frequencies. All
weekend or ad hoc
departures are
assumed to be
funded from
cancellations of
other scheduled
flights

8 daily departures
for 12 months with
an escalator of 15%
(55 annual flights)
added for charters
and ad hoc
frequencies. All
weekend or ad hoc
departures are
assumed to be
funded from
cancellations of
other scheduled
flights

8 daily departures
for 12 months with
an escalator of 15%
(55 annual flights)
added for charters
and ad hoc
frequencies. All
weekend or ad hoc
departures are
assumed to be
funded from
cancellations of
other scheduled
flights

Table 8 Phasing of Projected Operations at FIS
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